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Swampscott (Town of) MA
New Issue - Moody’s Assigns Aa2 to Swampscott, MA’s
$3.7M GO Bonds

Summary Rating Rationale
Moody's Investors Service has assigned a Aa2 rating to the Town of Swampscott, MA’s $3.7
million General Obligation Municipal Purpose Loan of 2016 Bonds. Concurrently, Moody’s
has affirmed the Aa2 rating on $26.8 million of outstanding general obligation debt.

The Aa2 rating reflects the town's improving financial position with sound reserves,
moderately sized tax base with above-average wealth, and manageable debt and pension
burdens

Credit Strengths

» Above average socioeconomic indices

» Strong voter support for school projects

Credit Challenges

» Debt burden will increase due to planned elementary school renovations

Rating Outlook
Outlooks are usually not assigned to local government credits with this amount of debt
outstanding.

Factors that Could Lead to an Upgrade

» Trend of large surpluses leading to significant growth of reserves

» Material growth and diversification in the tax base

» Material improvement in wealth levels

Factors that Could Lead to a Downgrade

» Trend of operating deficits resulting in reserve declines

» Significant declines in the tax base or deterioration of the demographic profile

» Material growth in debt burden

http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBM_1028549
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Key Indicators

Exhibit 1

As of June 30 fiscal year end
Full Value = Equalized Value
Source: Moody's Investors Service

Detailed Rating Considerations
Economy and Tax Base: Residential Tax Base with Above Average Wealth
The moderately-sized $2.4 billion tax base will grow modestly over the medium term due to strong home values and some new
residential development. Located approximately 15 miles north of Boston (Aaa stable), equalized value (EV) began to stabilize in fiscal
2015 following declines during the recession. 2015 EV increased 0.4%, an improvement over the previous two periods when values fell
11.9% (fiscal 2011) and 3% (fiscal 2013). The town is largely built-out, and management projects new growth will decline slightly in
fiscal 2017. While new growth averaged $673,000 from fiscal 2014-2016, it’s expected to decline to roughly $400,000 in 2017. Wealth
levels are strong with a median family income of $120,301 (140% and 184% of the commonwealth and nation, respectively). Equalized
value per capita is a robust $171,098, double the US median. The unemployment rate of 3.5% (February 2016) remains below the
commonwealth (4.7%) and nation (5.2%).

Financial Operations and Reserves: Conservative Budgeting Has Improved Reserves
The financial position will remain stable given management's conservative budgeting which has increased reserves to levels more inline
with the median for the rating category. Available General Fund balance (excludes nonspendable and restricted) increased annually
from fiscal 2010 to 2015, and was $8.7 million (14.5% of revenues) in 2015, up from $3.9 million (7.3%) in 2010. Positively, the
majority of fund balance remains unassigned ($7.1 million or 11.9% in 2015).

Management reports that fiscal 2016 operations are trending positively and projects another surplus. The fiscal 2017 budget increased
3.8% over 2016 (net of contributions to stabilization funds), mostly due to an additional week of payroll and two new director
positions, and was balanced with tax levy increase under the 2.5% limit and a minimal $300,000 of free cash.

Swampscott is not reliant on economically sensitive revenues, as property taxes consistently account for approximately 75% of annual
revenues. Current-year collections are strong, averaging 98% over the past four years. State aid, including aid for education, comprised
12.5% of 2015 revenues.

LIQUIDITY

General Fund cash at the close of fiscal 2015 totaled $12.2 million, or 20.3% of revenues.
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Debt and Pensions: Manageable Debt and Pension Profile
The direct debt burden (1.4% of equalized value) will remain manageable over the near term due to limited future borrowing plans and
a history of debt exclusions from Proposition 2 ½. Of the $33.3 million in outstanding general obligation bonds, $21.2 million (64%) is
excluded from Proposition 2 ½. Near term borrowing plans include approximately $2.3 million in June 2017. Over the medium term,
the town will borrow to finance repairs to the three elementary schools. The exact cost is not known at this time and management
is currently discussing options with the Massachusetts School Building Authority. The town will ask voters to exclude the debt from
Proposition 2 ½.

DEBT STRUCTURE

All debt is fixed rate and amortization of principal is satisfactory with 72.2% repaid within ten years. Debt service costs of $4.6 million
in fiscal 2015 (net of a refunding) comprised 7.9% of expenditures.

DEBT-RELATED DERIVATIVES

Swampscott has no derivatives.

PENSIONS AND OPEB

Swampscott contributes to the Swampscott Contributory Retirement System, a cost-sharing multiple-employer defined benefit
pension plan, for substantially all town employees with the exception of teachers and certain school administrators who are covered
under the state plan. The town contributed the required $4.5 million in fiscal 2015, equal to 7.8% of General Fund expenditures. The
fiscal 2015 three-year average adjusted net pension liability (ANPL), under Moody's methodology for adjusting reported pension data,
is $78.3 million, or an average 1.3 times General Fund revenues and 3.3% of equalized value. Moody's uses the adjusted net pension
liability to improve comparability of reported pension liabilities. The adjustments are not intended to replace the town's reported
liability information, but to improve comparability with other rated entities.

The town contributed $2 million towards its annual OPEB cost in fiscal 2015, representing 30.1% of the cost and 3.5% of expenditures.
The OPEB trust fund has a current balance of $1.5 million and the adopted fiscal 2017 budget includes an addition of $250,000. The
total unfunded liability is $97.9 million as of July 1, 2014.

Total fixed costs for fiscal 2015, including debt service, required pension contributions and retiree healthcare payments, represented
$11.1 million, or 19.2% of expenditures.

Management and Governance
Massachusetts cities and towns have an institutional framework score of “Aa,” or strong. Revenues are highly predictable due to
a heavy reliance on property taxes. Cities and towns have a moderate revenue-raising ability given the Proposition 2 ½ levy limit.
Expenditures primarily consist of personnel costs, as well as education costs for cities and towns that manage school operations, and
are highly predictable given state-mandated school spending guidelines and employee contracts. Cities and towns have a moderate
expenditure reduction ability given the high presence of collective bargaining contracts, offset by low fixed costs in most cases.

Legal Security
The bonds are secured by a limited tax pledge as debt service is subject to the levy limitations of Proposition 2 ½.

Use of Proceeds
The bonds will permanently finance $1.7 million of bond anticipation notes payable June 24, 2016 and provide new money for various
capital projects.

Obligor Profile
The Town of Swampscott has a population of 13,900 and is located approximately 15 miles north of Boston (Aaa stable).

Methodology
The principal methodology used in this rating was US Local Government General Obligation Debt published in January 2014. Please see
the Rating Methodologies page on www.moodys.com for a copy of this methodology.
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Ratings

Exhibit 2

Swampscott (Town of) MA
Issue Rating
General Obligation Municipal Purpose Loan of
2016 Bonds

Aa2

Rating Type Underlying LT
Sale Amount $3,699,890
Expected Sale Date 06/06/2016
Rating Description General Obligation

Limited Tax
Source: Moody's Investors Service
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